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Government sells electric plants, radio frequencies
On Aug. 13, President Alvaro Arzu's administration sold two assets owned by the state-run Empresa
Electrica de Guatemala (EEGSA) to the Guatemalan Generating Group (GGG), a subsidiary of the
US firm Constellation Power Development (CPD). Since June, the government has also auctioned off
66 radio and telecommunications frequencies. The two EEGSA assets La Laguna generating plant
and the Steward & Stevenson turbine generator are the first state electric holdings to be sold to the
private sector.
This is the second privatization of government assets to be carried out this year by the Arzu
administration, which has slated 14 companies for either sale or concession to the private sector
during 1997 and 1998 (see NotiCen, 06/12/97 and 08/14/97). Eleven foreign companies had
prequalified to participate in the EEGSA auction, but only six of those firms actually presented bids
on Aug. 13.
The GGG won the bid because its offer to sell electricity to consumers for US$0.05199 per kilowatt
hour was lower than the service price offered by the competing bidders. The GGG paid the
government US$30 million for 90% of stock in the EEGSA firms. The remaining 10% of shares are
reserved for the EEGSA workers union, which must purchase the stock within six months or forfeit
sale of those shares to the GGG. The union is currently negotiating financing for the purchase with
four domestic and foreign banks.
In addition to modernizing La Laguna and the turbine generator, the GGG plans to invest about US
$200 million to construct a new electricity-generating plant in Guatemala, according to Fernando
Menendez, local representative for the GGG and the CPD. Construction will begin in 1999 and
conclude in the year 2000. As part of the EEGSA sale, the GGG now has an 18-year contract with the
government to sell the electricity it produces. According to the contract, the GGG must produce a
minimum of 80 megawatts in the first three years of operation, with output gradually increasing to
150 megawatts during the following 15 years.
Meanwhile, since June the government has also auctioned off 66 radio and telecommunications
frequencies to domestic and foreign firms and organizations. In mid-June, the Superintendencia de
Telecomunicaciones (SIT) sold 33 frequencies above 800 megahertz (MHz) to seven firms for a total
of US$2.9 million, nearly US$1 million more than the SIT expected to earn from the sales.
The frequencies have enough range to manage radio, television, and mobile telecommunications
services. In mid-August, the government also auctioned off 33 FM radio frequencies at between
88 and 108 MHz. The government earned about US$2.18 million for those frequencies, which are
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located in 16 of the country's 22 departments. The sale of telecommunications frequencies was
authorized by the Ley de Telecomunicaciones, which the government approved in October 1996 (see
NotiCen, 10/24/96). The law, which created the SIT, allows private firms to compete for the first time
with the state monopoly Empresa Guatemalteca de Telecomunicaciones (GUATEL).
Before year-end, the government expects to sell off a series of cable television channels as well as
frequencies to manage cellular telephone services. Seventy percent of the income from all sales will
be used to capitalize the government's Fondo de Telefonia Rural, which was also set up by the new
law to help finance telecommunications development in isolated rural communities.

Border tensions with Belize flare again
In mid-August, Belizean troops forcibly removed Guatemalan fishers from an area under territorial
dispute with Guatemala off the Atlantic coast. A few days later, Belizean troops burned crops
planted by Guatemalan campesinos along the border between Belize and the Guatemalan
department of El Peten. These and other incidents threaten to disrupt the territorial negotiations
now underway between the two countries. In the first incident, some 90 Guatemalan families (about
450 people) who make a living along the Rio Sarstun which separates Belize from the Guatemalan
department of Izabal say they have been continuously harassed by Belizean troops.
In the latest confrontation, some of those families had set up makeshift dwellings on the tiny island
of Sarstun at the mouth of the river. They hoped to remain on the island temporarily to permit
longer fishing trips before returning to their permanent homes on the shores of Izabal. On Aug. 11,
however, Belizean troops destroyed their dwellings, confiscated all their goods including their boats
and catch, and then dumped the fishers back on the shores of Izabal. Five days later, a Belizean
border patrol near the Guatemalan village of El Carrizal, about 50 km east of the city of Melchor de
Mencos in El Peten department, burned nine manzanas of basic grains that had been cultivated by
45 Guatemalan campesino families in the area.
As in Rio Sarstun, the campesinos in El Peten say Belizean troops have continuously crossed the
border and burned their crops, including an incident in April. The Belizean government says that,
in both incidents, the fishers and the campesinos were in Belizean territory and that they were
removed both because they had crossed the border and because they had violated Belize's protected
national parks.
The Belizean government also warned that seven more Guatemalan campesino settlements along
the Peten border will be torn down if the residents do not move back to Guatemala. The incidents
generated a nationalist backlash in Guatemala, where opposition parties demanded that the army
step up border patrols to protect citizens. "We cannot permit more of our territory to be stolen from
us," said Baudilio Hichos of the Union del Centro Nacional. "The army should act boldly to protect
our citizens and our sovereignty."
On Aug. 26, President Arzu ordered the army to increase the number of troops who patrol the
border, and the Foreign Ministry warned that a new round of territorial negotiations with Belize,
scheduled for September, could be postponed if any new incidents occur. The two countries
renewed territorial talks last February, and since then bilateral commissions have met on at least
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three occasions. According to Guatemalan Foreign Minister Eduardo Stein, the governments
are considering a joint request for international arbitration. If that initiative fails, however, the
Guatemalan government is prepared to take its case to the World Court at the Hague. [Sources:
Siglo Veintiuno (Guatemala), 04/07/97, 04/08/97, 04/15/97, 05/13/97; Notimex, 06/19/97; Spanish news
service EFE, 04/08/97, 08/22/97; Prensa Libre (Guatemala), 03/04/97, 06/18/97, 06/19/97, 06/25/97,
07/10/97, 07/19/97, 07/20/97, 07/24/97, 07/26/97, 07/31/97, 08/09/97, 08/12-15/97, 08/17-20/97, 08/22/97,
08/23/97, 08/26/97, 08/27/97]
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